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THE ORIGIN, PLAN, AND PURPOSE OF 
THE CURRENCY BILL 

BY HON. BOBEET L. OWEN, UNITED STATES SENATOB, CHAIBMAN 
OF THE COMMITTEE ON BANKING AND CDEBENCY 



The more immediate origin of the pending Banking and 
Currency Bill was in the panic of 1907, the Vreeland-Aldrich 
Bill, the National Monetary Commission, and the rejected 
Central Bank plan outlined in the so-called Aldrich Bill. 

A brief history of the more remote origin may not be with- 
out interest. 

In 1900 I had the honor to prepare a plan for the issuance 
of emergency notes by the United States Treasury against 
adequate security, under a rate of interest high enough to 
cause automatic retirement when the exigency passed. It 
was an adaptation to the American banking system of a 
principle demonstrated to be sound by European, especially 
German, experience. This plan was offered as an amend- 
ment, by Senator James K. Jones, to the then pending 
currency bill, but was not accepted by Senator Aldrich, 
although in 1908 he put in force, in a very defective form, 
the same principle of finance in the so-called Vreeland- 
Aldrich Act. 

In 1907 a violent financial panic shook the United States 
from the Atlantic to the Pacific, thousands of banks sus- 
pending currency payments, with a shrinkage of property 
values estimated at from two to five billions of dollars. 
It was a gigantic national misfortune. It ruined multitudes 
of worthy men by unmerited disaster, by shrinkage of value, 
by compulsory liquidation, and by bankruptcy. That the 
disaster was no worse was due to the sound sense of the 
American people who ignored a grossly defective statute 
and manufactured for themselves about five hundred mill- 
ions of artificial " currency " in the form of clearing- 
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house certificates, certificates of deposit, certified checks, 
cashiers' checks, pay checks, etc., etc., of an estimated 
volume of five hundred millions. In the mean time the banks 
had, tied up in their "vaults, legal reserves amounting to 
nearly fifteen hundred millions of dollars, under a reserve 
law which did not permit these moneys to be used for loans 
after the reserves of the banks reached the minimum fixed 
by law. The amendment, above referred to, which I caused 
to be offered in 1900, and had it been adopted would have 
made this panic utterly impossible, was fully explained 
to the United States Senate in discussing the Vreeland- 
Aldrich Bill. 

Growing out of the great disaster of 1907 the Vreeland- 
Aldrich Bill was passed providing emergency currency, but 
under numerous and difficult conditions, which made this 
defective bill of far less value than it might have been. 
This bill contained some objectionable features, but it did, 
nevertheless, have one substantial merit, — that after a panic 
ensued, or was about to ensue, emergency currency could 
be obtained. 

The Vreeland-Aldrich Bill provided for a National Mone- 
tary Commission to study the financial system of the United 
States and ascertain what remedy was necessary to make 
it serve its high and proper function. Several hundred 
thousand dollars of public funds were expended by this Com- 
mission. They gathered a library of over two thousand 
volumes; they employed experts; they prepared numerous 
interesting and instructive reports on the banking systems 
of the various civilized countries of the world, including 
England, Scotland, Germany, Belgium, The Netherlands, 
Italy, Austro-Hungary, Switzerland, Sweden, Russia, Can- 
ada, Mexico, and Japan, as well as that of the United States, 
and various interesting compilations relating to the princi- 
ples of banking, to European exchanges and acceptances, 
and to the currency systems of the world. 

The Commission finally drew a bill known as the Aldrich 
Bill, which Mr. Aldrich assured the country would provide 
the necessary relief. 

Briefly, this bill proposed to recognize certain important 
principles, which had been found to be sound, and to furnish 
relief by providing — 

First, the concentration and mobilization of bank re- 
serves. 
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Second, elasticity of currency, and 

Third, a constant market for commercial paper of a quali- 
fied class. 

To accomplish these beneficial results, it proposed one 
great Central Reserve Bank with gigantic powers, recogniz- 
ing the essential principles above mentioned, but giving the 
banks (a private interest) control of the proposed Central 
Bank, a principle not only not essential to public relief, but 
absolutely intolerable to a free people. 

The establishment of a reserve bank system was urged 
and justified as necessary for the public welfare. The in- 
formation had been obtained at public expense. Senator 
Aldrich, as Chairman, had spent three hundred thousand 
dollars of public moneys on the theory of a great public 
need, and then he attempted to give the control of this 
tremendous power into the hands of private persons, who 
would have used such power naturally to promote their 
own private interests. Mr. Aldrich utterly ignored the prec- 
edents of Europe, which do not permit private interests 
to control the great public reserve banks of Europe : as, for 
example, the Bank of England, the stock of which is owned 
by private persons, is nevertheless a great public utility 
bank, and on whose governing board " no banker, bill bro- 
ker, or bill discounter ' ' is permitted to sit. For further ex- 
ample, in France, the Governor, the sub-Governor, and all 
the Managers of the Bank of France are appointed by the 
Government, because that bank is a great public utility 
bank, a reserve bank, and an avowed servant of the com- 
merce and industry of France, furnishing money at a low 
rate of interest and always prepared to accommodate 
commerce by discounting commercial paper of a qualified 
class. 

In like manner, in the German Empire, the affairs of the 
Reichsbank, the great governmentally-controlled reserve 
bank of the Empire, are administered by the Curato- 
rium, consisting of the Chancellor of the Empire, the Prus- 
sian Minister of Finance, three members of the Bundesrath, 
exercising supervisory powers, and the Direktorium, con- 
sisting of nine members appointed for life by the Emperor, 
on the nomination of the Bundesrath. The reason for 
this governmental management of the German Reichsbank 
is that it is a public utility bank, conducted not for merely 
money-making purposes, but as an avowed servant of the 



CURRENCY LEGISLATION 559 

commerce and industry of the German Empire, prepared at 
all times to furnish accommodation and to discount commer- 
cial paper of a qualified class. 

Mr. Aldrich was obviously using the momentum of a great 
public need of concentrating and making mobile the cash 
reserves of the country, of providing elastic currency, and 
of providing a constant market for commercial paper, as 
the means for promoting the enthronement of the private 
but powerful owners of capital in the Nation, thus giving 
them organized and complete control of the credit system 
of the United States, and, as a necessary consequence, of 
the finances, of the commerce, and of the industries of the 
people of the United States. This fatal defect of the Aldrich 
plan led to general public disapproval. 

During 1910 and 1911 the reports of the Monetary Com- 
mission were printed and Mr. Aldrich 's plan was tentatively 
put forth and skilfully presented to the people of the United 
States by gigantic publicity agencies. He finally presented 
his bill in concrete public form in Congress in January, 
1912. He and others had theretofore urged the plan before 
various groups of citizens, organizations, Chambers of Com- 
merce, clearing houses, and banking associations through- 
out the United States. 

The meritorious principles involved in the bill, to wit, 
concentrating and mobilizing the reserves, providing elastic 
currency and a constant market for commercial paper, did 
not save tbe bill, which proved to be unacceptable to the 
mature public opinion of the United States because it con- 
centrated the control in a few private hands. Although the 
few gentlemen who ordinarily meet as " the representa- 
tives " of the " American Bankers Association " gave their 
approval to the bill, it was overwhelmingly rejected by the 
public opinion of the United States, including thousands of 
bankers, for the obvious and very good reason that the 
powers of the proposed Central Reserve Bank were placed 
in the hands of private persons, and were not placed 
where they properly belonged — under the public control of 
the Government of the United States. Even in a Republican 
Senate, this plan could make no headway. 

In the session of Congress of 1912-1913 the Committee on 
Banking and Currency of the Democratic House of Repre- 
sentatives gave diligent consideration to this great problem. 
Mr. Carter Glass, as chairman of a sub-committee of 
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the Committee on Banking and Currency, gave extensive 
hearings to the bankers of the country and business men, 
with a view to legislative action. 

Another branch of this committee, under Mr. Pujo, in- 
vestigated the money trust, taking evidence of over twenty- 
two hundred printed pages, and presented to the country a 
most remarkable and startling report, showing a concentra- 
tion of control of credits and of business properties, through 
three hundred and forty-one directors of one hundred and 
twelve corporations, of property exceeding twenty-two 
thousand millions of dollars. 

Immediately that the sixty-third Congress (Democratic) 
came into power, President "Wilson, in a special message, 
urged that the country be given the necessary relief by the 
passage of a proper banking and Currency Bill. And the 
Bill now pending was drawn tentatively by Mr. Carter Glass 
of Virginia, chairman of the House Committee, the writer, 
chairman of the Banking and Currency committee of the 
Senate, consulting with Hon. W. G. McAdoo, Secretary of 
the Treasury, and with President Wilson, and having expert 
counsel. 

OUTLINE OP THE PENDING BILL 

In discussing this Bill before its passage, it should be 
understood that it is subject to some amendments which at 
the proper time I shall feel at liberty to urge. 

This Bill, as now modified, provides for not less than twelve 
Federal Reserve Banks under the control of a Federal Re- 
serve Board of seven members, consisting of the Secretary 
of the Treasury, the Secretary of Agriculture, and the 
Comptroller of the Currency, ex-officio members, and four 
members to be appointed by the President and confirmed 
by the Senate. 

Each Federal Reserve Bank is to be controlled by nine 
directors, three appointed by the Federal Reserve Board, 
three elected by the member banks to represent the bankers, 
who may be bankers, and three elected also by the member 
banks, who shall not be bankers but fairly representative of 
the commercial, agricultural, and industrial interests of that 
district, the latter group being subject to removal by the 
Federal Reserve Board upon failure to properly perform 
their public functions. 

The Federal Reserve Board is to have the right to fix the 



CURRENCY LEGISLATION 561 

rate of interest charged by these Federal Reserve Banks, to 
exercise supervision over them, to furnish them with cur- 
rency, to place the deposits of the United States current 
funds with them, and to require them generally to per- 
form the purposes for which they are proposed to he 
established. 

The Bill proposes that the capital stock shall be furnished 
by subscription of each National Bank in an amount equal to 
10 per cent, of its capital stock in cash, with a double 
liability, and that, each bank shall keep its reserve either in 
its own vault or in the vault of the Federal Reserve Bank, 
upon the following basis : 

The country National Banks, after sixty days from the 
establishment of the Federal Reserve Bank, will be required 
to keep 5 per cent, of their deposits, not including savings 
deposits, in their own vaults, and, for fourteen months, 3 
per cent, in the Reserve Banks. Thereafter, for thirty-six 
months, 5 per cent, in addition to the 5 per cent, in their 
own vaults is to be kept in the Federal Reserve Bank, and 
then 2 per cent, additional, either in their own vaults or with 
the Federal Reserve Banks, making a total of 12 per cent, 
reserve. 

The National Banks in the Reserve Cities will be required 
to carry as a reserve 18 per cent, of their deposits. One- 
half of this is . to be kept in their own vaults. Sixty 
days after the passage of the act and for one year, three- 
eighteenths is to be kept in the vaults of the Federal 
Reserve Bank, thereafter five-eighteenths, and after 
thirty-six months, four-eighteenths additional either with 
the Federal Reserve Bank, or in their own vaults, as they 
prefer. 

The National Banks of the Central Reserve Cities, after 
sixty days, will be required to carry only 18 per cent, of 
their deposits, 9 per cent, in their own vaults, 4 1-2 per cent, 
with the Federal Reserve Bank, and 4 1-2 per cent, either in 
their own vaults or in the Federal Reserve Bank, at their 
option. All of the deposits referred to exclude savings 
deposits. 

The effect of this Bill is to leave with their present reserve 
agents so much of the bank's reserve as is not required to 
be transferred to the Federal Reserve Banks. The country 
banks now carry about 25 per cent, reserves on all deposits, 
including savings deposits. 

vol. cxoviii. — no. 695 36 
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Below is a brief table showing the effect of the readjust- 
ment of reserves required by the proposed law measured 

in millions of dollars. 



7106 COUNTRY BANKS 



Present deposits, $3,610. 
Required reserve, $541. 



Demand deposits (June 4, 1913), $3,157. 



In bank's 
own vaults 



In federal 
reserve banks 



Optional, in 
own vaults 
or federal re- 
serve banks 



Optional, in 
own vaults, 
in other re- 
serve banks, 
or in federal 
reserve banks 



Total 



Bet. 2&14mos. 
Bet. 14&36mos. 
After 36 months 



5%=$157 + 
5%=$157 + 
5%=$157+ 



3%= $93 
5%=$157 + 
5%=$157+ 



2%=$63 



4%=$126 
2%=$63 



12%=$378 
12%=$378 
12%=$378 



367 RESERVE CITY BANKS 



Present deposits, $1,945. 
Required reserve, $486. 



Demand deposits (June 4, 1913), $1,887. 



In bank's 
own vaults 



In federal 
reserve banks 



Optional, in 
own vaults 
or federal re- 
serve banks 



Optional, in 
own vaults, 
in other re- 
serve banks, 
or in federal 
reserve banks 



Total 



Bet. 2 & 14 mos. 
Bet. 14 & 36 mos. 
After 36 months 



9%=$170- 
9%=$170- 
9%=$170 



3%=$56 
5%=$94 
5%=$94 



4%=$76 



6%=$112 
4%=$76 



18%=$340 
18%=$340 
18%=$340 



Present deposits, $1,568. 
Required reserve, $392. 



52 CENTRAL RESERVE CITY BANKS 

Demand deposits (June 4, 1913), $1,554. 



In bank's 
own vaults 



In federal 

reserve banks 



I 



Optional, in 
own vaults 
or federal re- 
serve banks 



Optional, in 

.own vaults, 
in other re- 
serve banks, 
or in federal 
reserve banks 



Total 



After 60 days . . . 



9%=$140 



4^%=$70 1 43^%=S70 



18%=$280 



PRESENT RESERVES ON HAND, DUE FROM RESERVE AGENTS AND 
IN REDEMPTION FUND (Report June 4, 1913). 





Required 

reserves 


Active 

reserves 


Specie 


Legal 
tender 


Redemp- 
tion 
fund 


Reserve 
agts. 


Surplus 


Country banks 

Reserve city banks. . 
Central reserve city 


$541 
486 

392 


$786 
515 

409 


$207 
202 

315 


$59 
40 

91 


$23 
8 

3 


$310 
232 


$186 
32 






Totals 


$1,419 


$1,710 


$724 


$190 


$34 


$542 


$218 
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TABLE SHOWING CASH ADJUSTMENTS UNDER THE NEW BILL 

(All dollars in Millions) 





Cash in bank's 
own vaults 


Credit reserves in 
federal reserve 

banks 


Optional in own 

vaults or federal 

reserve banks 




$157 
170 
140 

$467 
104 

36 

$607 


$157 
94 
70 

$321 
104 
105 

210 

$740 


$63 


52 Central reserve city banks. 
7525 Total reserves 


76 
70 

$209 


One-half estimated from col. 3 . 
Cash capital required 




Cash from U. S. Treasury 




Total cash to federal reserve 
bank 





Two thirds of $740 being loan- 
able, the actual cash required 
of the banks would be one- 
third of $740 less amount fur- 
nished by the United States, 




Making total actual cash re- 
quirement of all 7525 national 





To supply this actual cash requirement the banks have on hand, specie, $724, 
legal tender, $190, a total of $914, or $207 in excess of requirements. 

But even this total includes 15% on about $500 of savings deposited against 
which no reserve is required; and allowing 5% reserve for such savings deposits, 
in lieu of 15%, would release $50 additional lawful money, or a grand total of 257 
millions of specie and legal tender, more than twice as much as the actual cash on 
hand in the reserve funds of the Banking Department of the Bank of England. 

Actual cash available for banks, assuming that half of the optional reserves are 
retained in their own vaults and two - thirds of federal reserve bank cash is loaned 
on notes. 

7106 Country banks require $250 cash for reserves 

61 for capital 

Total $311, and they have $266. 

Actual cash deficit, $45 

367 Reserve city banks require $252 for reserves 

26 for capital 

Total $278, and they have $242. 

Actual cash deficit, $36 

52 Central reserve city banks require $210 for reserves 

18 for capital 

Total $228, and they have $406. 

Actual cash surplus $178 

Net surplus. .$ 97 

From the central reserve city banks' surplus the country banks and reserve 
city banks can draw as they have credit there subject to draft. Moreover, 
two thirds of $210 in cash, deposited in cash by the United States with federal 
reserve banks, or $140 in cash, can be obtained by rediscounts, leaving a net cash 
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available, surplus of bank reserve cash $97, and $140 cash by discounts from 
federal reserve banks— a total of $237,000,000 cash, which, on a basis of 18 per 
cent, reserve, would form a safe basis of 4.55 per cent, times that amount in sound 
credit expansion, which the country greatly needs at this time. 

It is obvious, therefore, that the statement of Mr. James D. Forgan, President 
of the First National Bank of Chicago, before the Bankers' Conference at Chicago, 
that there would be a shrinkage of $1,800,000,000 is a dismal apprehension not 
justified even upon any theory of the case. 

The Bill provides that the Federal Reserve Board may 
issue United States Federal Reserve notes receivable for all 
taxes, customs, and other public dues, and redeemable in 
gold or lawful money on demand at the Treasury Depart- 
ment of the United States, in the City of "Washington, or at 
any Federal Reserve Bank. These notes will be protected by 
collateral security of commercial notes and bills accepted for 
discount of a qualified class set apart under the control of 
a Federal Reserve agent appointed as one of the directors 
of the Federal Reserve Bank, and who serves as the Chair- 
man of the Board. These notes will be protected by 33 1-3 
per cent, gold reserves in the vaults of the Federal Bank. 

These notes are the notes of the United States, and are 
intended to be. elastic notes, being issued to the banks and 
retired by the banks in a volume identical with certain com- 
mercial paper of a qualified class, thus limited in volume 
and serving strictly the purpose of an elastic currency, meet- 
ing the exigency of commerce. 

It is my personal opinion that these notes should be legal- 
tender notes, in order to give them the fullest possible credit 
to enable them to be used as reserves by member banks, but 
not by the Federal Reserve Banks. 

The notes of the Bank of England, of the Bank of France, 
and of the Bank of Germany are legal-tender notes, although 
they are private institutions. It is of more importance that 
the Federal Reserve notes should be legal tender, for the 
reason that they should serve every purpose of actual lawful 
money. It is obvious that such notes, being limited in vol- 
ume to actual commercial needs and issued against commer- 
cial bills based on actual commercial transactions and hav- 
ing fixed limited maturity, there is no danger whatever of 
undue or unwise expansion. They will automatically con- 
tract with the payment of such notes on their maturity and 
immediately that the commercial exigency passes. 

I am also of the opinion that these notes ought to be 
redeemable in gold only at the Federal Reserve Bank, since 
this phase of redemption is sufficient and avoids the neces- 
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sity of tying up gold in the Federal Treasury for redemption 
purposes and, therefore, makes the gold of the country more 
useful. 

These notes, in my judgment, should not be ear-marked, 
or in any way stigmatized to contract them, that being shown 
unnecessary. 

In order to enable the Government, acting in the national 
interests, to restrain undue expansion of credits by the bank- 
ing system of the country, and to safeguard the gold supply 
of the nation, the Federal Reserve Board has the power to 
raise the rate of interest, if necessary. It can also stimulate 
business when the necessity arises, by lowering the rate of 
interest, as is done by the great reserve banks of England, 
France, and Germany. 

I will not at this time discuss the question of the retire- 
ment of the 2-per-cent. Government bonds. 

The Bill provides a permissible retirement annually of 5 
per cent, of the 2-per-cent. bonds sufficient to prevent these 
bonds going below par, reissuing 3-per-cent. bonds in lieu 
thereof, but without circulation privilege, and contem- 
plating an adjustment of the 2-per-cents. at the end of twenty 
years on a like basis. 

I believe that at a later date a better method, without 
issuing to the banks the proposed 3-per-cent. bonds, may 
be provided, but the limits of this article will preclude a 
proper discussion of this subject. 

The purpose of the Bill is to concentrate and mobilize re- 
serves and provide elastic currency and a never-failing 
market at a low rate of interest for commercial paper of 
short fixed maturities drawn against actual commercial 
transactions. 

At present twenty-five thousand banks, National, State, 
and private, must each defend itself by its own individual 
reserve in time of stringency. This causes a dangerous ri- 
valry, a hoarding of current fund for reserves, which leads 
to alarming the timid depositor and to the danger of with- 
drawal by such timid depositor of actual cash for hoarding. 
The timid depositor would have no fear, and the ordinary 
bank would have no fear if there were a large reservoir of 
cash reserves always available for use. This is accom- 
plished in the proposed twelve Reserve Banks by providing 
a capital of something over $100,000,000 in stock and $400,- 
000,000 of reserve deposits with $200,000,000 to $300,- 
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000,000 additional of current Government funds, making a 
total reserve of between $700,000,000 and $800,000,000, al- 
ways available in a very liquid form, for extending accom- 
modations to legitimate commercial demands by rediscount- 
ing for member banks. 

This large reserve capital is further supplemented by the 
right to obtain from the Federal Reserve Board United 
States currency in quantities sufficient to meet any unusual 
commercial demand. The great purpose of this system is 
to make stable the commerce, industry, and finances of the 
United States, afford a uniform low rate of interest for 
legitimate commercial purposes, prevent the possibility of 
panic, and stimulate the activities of the people in manu- 
facture, commerce, agriculture, and various industrial pur- 
suits by removing absolutely the hazard of panics, and giv- 
ing a national guarantee of stable conditions, so that men 
may calculate with precision on the future. 

Again, the purpose of this Bill is to withdraw the exces- 
sive and dangerous use of the reserves of the nation from 
the speculative market, in stocks, bonds, -agricultural, and 
other products. Under the Bill these above-mentioned re- 
serves would be devoted to legitimate commerce and in- 
dustry. 

Still another great purpose of this system is to enable the 
United States to protect its foreign commerce and enable 
its merchants to transfer in fair degree a part of the great 
exchange market of London, Hamburg, and Paris to Amer- 
ican financial centers, but particularly above all to enable 
the American merchants, manufacturers, and farmers to 
transact their enterprises upon favorable terms as com- 
pared with those of other nations. 

A further purpose is to build up a system in this country 
of acceptances and domestic exchanges upon the improved 
basis used in the most highly civilized nations, of Europe. 

Again, it is believed that the Bill will give greater safety 
to the National Banks of the nation and greater security to 
the depositors of such banks by protecting the banks against 
panic, by a more thoroughgoing examination of the banks, 
and binding them more closely together in a system which 
will cause them to safeguard each other. 

These purposes will all follow as a necessary consequence. 
Doubtless as this system is put into actual practice the 
Government will, under the advice of the banks concerned, 
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find ways in which to improve this service and make it more 
efficient. If these reasonable expectations are fulfilled it 
will give the United States the most gigantic and masterful 
system of the world. 

The Conference of Bankers held in Chicago, August 22 and 
23, 1913, at the instance of certain great banking-houses, 
urged several modifications in the pending Bill. 

Their first great objection, and the one upon which they 
laid the most stress, is that the Federal Beserve Board should 
consist of eleven members — the seven now included and 
four additional members to be named by the Federal Beserve 
Banks. They insist that the banks furnish the capital and 
the reserves and should, therefore, have a voice in the gov- 
ernmental management of the system. 

The simple answer to this is that this is a Government 
function — the exercising of supervision of the Federal Re- 
serve Banks for the public welfare, including the welfare of 
the banks themselves — and that no class of private persons 
has a right to exercise the governing powers of the United 
States. 

The Federal Reserve Board, in fixing the rate of interest, 
in supervising, inspecting, and safeguarding these banks 
in their duties toward the general public, is exercising di- 
rectly a governmental, and not a banking function. It is in a 
position to require these public institutions to discharge 
their duty toward the general public The Reserve Banks 
are not money-making banks. They are great public-utility 
banks. They are not intended for private profit, but for 
the public welfare, to safeguard our national commerce, 
industries, manufactures, and transportation services 
against disturbances heretofore arising under a defective 
banking system, sometimes unwisely administered by the 
banks. 

There is no more reason for allowing the banks to exercise 
a part of this governing function than there would be to 
allow the railroads to name certain members of the Inter- 
state Commerce Commission, which was established to regu- 
late the railroads in the public interest. The Chicago 
beef-packers have just as much right to demand representa- 
tion in the enforcement of the pure-food act and meat-in- 
spection services which were established to protect the pub- 
lic against the purveyors of food products. 
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The next important demand made by the banks is that the 
Government should not issue the Federal Reserve notes. 
They urge that the Federal Reserve Banks, controlled by the 
bankers, should have the rigbt to issue these reserve notes 
as bank-notes, thus enabling them to control such notes and 
to expand and contract them as they might see fit. They 
urge that such notes should not be issued by the United 
States because it would weaken the credit of the United 
States. But the volume of the National Currency should not 
be expanded or contracted by private persons, but by the 
Government alone. They concede that these notes, secured 
by short-time commercial paper, drawn against actual com- 
mercial transactions, indorsed in every instance by a mem- 
ber bank, safeguarded by the assets of the Federal Reserve 
Bank, and with a gold reserve of 33 1-3 per cent, against the 
issue, would be absolutely sound in either contingency, 
whether issued by the Government or by the banks. This, 
of course, is true, but it is also true that it would not tax 
the credit of the United States in the least to issue these 
notes for the reason that the credit behind them, under any 
and all circumstances, in peace or in war, would abundantly 
cover such notes with absolute safety. Behind these notes, 
which are intended to pass current from hand to hand, by 
the citizens in dealing with each other, is, in fact, in either 
contingency, a moral obligation on the United States, to keep 
them at par with gold. If the 2-per-cent. bonds should go 
below par and the bank-notes of the country should go to a 
discount, the banks would be the first to insist that the 
Government should protect these notes, and whether they did 
or not, it would be the duty of the United States to see that 
these notes were maintained at a parity with gold. It is 
better for the Government, as a matter of economic justice, 
to issue these notes directly and be responsible for them and 
exercise the sovereign right of issuing the money of the 
country, rather than permitting it to be issued and controlled 
by private persons. 

There are various minor matters suggested by the banks, 
some of which have been already recognized and put in the 
Bill, such as lowering the reserve required, as well as some 
others which are meritorious. 

The Chicago Conference rather urgently insists that the 
banks should not be required to enter this system, and yet 
they argue that unless the Bill is modified in the ways they 
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demand, the banks will not enter the system. In other 
words, they demand the right to defeat the purposes of the 
Government, unless the Government permits them to govern 
the system in whole or in part. But again it must be urged 
that no class of private citizens, not even the bankers, can 
be permitted to govern the people of the United States 
and that its government must be through its chosen repre- 
sentatives in Congress and in the administrative branch of 
the Government, and that the banks, under the National 
Banking system, should be glad to avail themselves of the 
opportunity of being protected against panic, against finan- 
cial stringency, and against one another, and ought to be glad 
to be put in a position where they can properly serve the 
people of the country under the excellent system which has 
heretofore been built up by the Government, the defects of 
which are now about to be remedied. 

There is no class of men in the United States who will 
be more greatly benefited than the bankers themselves, in 
having the Government of the United States put its gigantic 
powers behind them, giving them stability, safety, and the 
widest opportunity for patriotic sendee. 

Robekt W. Owen. 



